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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

SEP 1 W78

CIVIL DIVISION

BEST DOCUMENT AVAILABLE

Dear Mr. Kossack:

The General accounting Office has reviewed selecied aspects of the
sight drafc system of the lommodity Credit Corporation (CCC), Copies
of the report co the Lxecutive Vice President, CCC, were furnished you
on July 16, 1970. as part of the review, ws examined into related
internal audit work performed by your Region 6 office.
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Genera’ly, Region b reviews were &lequate; however, we noted two
ardas where we believe the establishment of approved awdit guldes for
use by all regions could result in improving audits of the operations
oi stete and county offices. Region 6 representatives advised us that
they did not bave auwdit guides approved by the Office of the Inspector
General (01G) Headquarters Office for use in awditing administrative
operations in State and county offices. They stated that the audit
guides used within their region may be different from the guides used
by other 0iG regions in periorming similar reviews.
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O1G bas not egtablishoc an approved awlit guidc spacifically
requiring an indepencent inventory of blank sight drafts or hard in
State anc county okfices. 0 Region b, the extent of verification of
blank sight crafts on hand vuried or was not determipable.

The Region had an unapproved auwdit guide for application in State
offices that requi.ed a physical inventory of blank drafts on hand and
reconciliation to pertinent records. e were advised, however, that
this guide had only buen applied in ona state offfca-=3outh Dakota.
The Regilon 6 workpapers on adminfistrative reviews in the three State
offices we visited included varying amounts vf evidence regarding the
verification of State oifice inventory reports of drafts on hand. im
one state a comparison was made of actual items on hand to accnuntae
bility records, while in another state the workpapers contained little
evicence of verification.

The Region's unepproved audit guides for application i : county
- offices included gemeral eaudit survey steps requiring consideration of
controls over drafte such as safsgusrding and perindic inventoriaes.
The guides, however, included no spucific requirement to verify reports
of blank drafts on hand through independent fnventory procedures.
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awd{t workpapers om reviews made in the three county o.f{fces wve visited
indicated that some consideration had been given to comtrol of blank
drafts, but did not show that a physical inveatory of drafts vas performed .,

we believe that independent verification of inventory repor:s of
blank draits om hand in State and county offices is necessary to ensure
that chese documents are properly controlled und accounted for. We
balieve also that such & requirement should be incluced in audit guides
approved ior usc by all 01C regions.

VERLF " .
Of _133ULD DRAFTS

Audit guides used by Region 6 do mot speciiically require that state
and county office reports of issued drafts be verffied to supporting
documents. FIrogram review guiues approved by the OiC Headsuarters OZffce
as well as Region 5 unapproved guides for reviews oi administrative
operations require that selected expendfiture documents be traced to issued
drafts. This procedure would not, in our opinion, provide adequate sssure
ance that drafts reported as {ssucd are supportec by valid expenditure
documents. Rather, tssued drafts should be veriffed to supporting expeni-
iture documents.

<lthough not required by aw.t guides, Region 6 rapresenistives
stated that they do sometimes trace selected .raits to supporting SAPOie
iture dosuments. Hegion § workpapers vn reviews made ia six county
offices showed that this procedure was used for one ortice.

«# believe that reviews of the propriety vi drafts iesued should
incluce tesis based on a selection of tssued drafts as shown in State
anc counly oiiice inventory reports. we believs also that such a pto-
cedure should be included in sudit guides approved for use by all OIG
reglions.

we would appreciate being advised of actions taken o the matters
discussad in this lettar. Also, during th: course of your regularly
scheduled auaits, we would appreciste your following up on the recom=
ssndations in our sight draft report to the ixecutive vice i'resident,
tiLy to dutermine whether appropriate corrective actions heve been taken.

>iucerely yours,

A
Jrisnd N- BerTY .

vVictor L. Lowe
L/ Asgociata Mractor

Hi. Rathaniel k. Kussack
inspector Genaral
Dapariment of Agriculture





